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SMMARY

Alliance Telcom, Inc. ("Alliance") has reviewed the comments to the proposal of the Federal

Communications Commission (the "Commission") regarding the rules for the 1994 auction of

electromagnetic spectrum for Personal Communications Services ("PCS"), Gen. Docket No. 93

253. The following reply supports recommendations of Alliance Telcom, Inc. and other

respondents with similar objectives, and rebuts the arguments of other respondents.

RECOMMENDATION 1: (AUCTION ELIGIBILITY/PREFERENCE)

Congress, through the Omnibus Budget Reconciliation Act of 1993 47 U.S.C. 3090)(4)(D), has

charged the Commission with providing minorities, women, small, and rural businesses the

opportunity to participate in the competitive bidding process. Approximately 80 respondents are

in full support of assigning preferences to minority, women, small, and rural businesses, known as

designated entities. Of the proposed preferences for designated entities, approximately 30

respondents support the recommendation that the Commission defer the up-front payments for

the bidding process, while approximately ten recommend the use of tax certificates for the

purchase of distressed PCS licenses. Alliance identified approximately 25 respondents that argue

that a minority and/or women owned company receiving designated entity status must maintain a

majority voting and beneficiary ownership until at least one third of the market is built out (based

on PoPs). Further, approximately 25 respondents recommend that the Commission identifies

incentives for members of a "Special Preference" group, minority and women owned companies,

to ensure that the Congressional mandate of providing viable opportunities for minority and

women owned companies in PCS is accomplished.
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RECOMMENDAnON 2: (COMPETITIVE BIDDING STRUCTURE-AUCTION

PROCESS)

In concert with the Commission's desire to expedite the auction process, Alliance, with the

support of approximately 30 other respondents, recommends that the Commission utilize oral

sequential bids from largest market to smallest market. Further, Alliance endorses the

recommendation of the Small Business pes Association that all licenses in an MTA should be

licensed before moving to the next MTA.0 For example, the New York MTA would be

auctioned in Bands A and B. Next, all of the BTA licenses within the New York MTA would be

licensed, starting from largest to smallest. Finally, the lOMHz licenses D through G would be

auctioned. This method should alleviate any unfair "market advantage" that could result if one

entity were allowed to begin service before other service providers obtained licenses in a

geographic region. Such a "market advantage" may be exploited if there are significant delays

between auctioning bands within the same geographic region.

°Comments of the Small Business PCS Association, p.5.
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1.0 Establishment of Designated Entity Category

Alliance supports the comment of the Alliance of Rural Area Telephone and Cellular Service

Providers which suggests the creation of preferences assigned to minority, women, small, and

rural businesses, classified ItDesignated Entities. It 1

2.0 Establishment of a Special Preference Group

The goal of the Special Preference group is to meet the Congressional mandate of fair and equal

participation by members of disadvantaged groups. It attempts to increase the economic viability

of particular designated entities, minorities and women owned companies, in the deployment of

PCS. In order to have equal access to the auction ofPCS licenses, incentives must be put in place

to make the minority and women owned businesses more appealing to investment capital. In the

case of minorities, The Minority Business Enterprise Legal Defense and Education Fund

(ItMBELDEFIt) comments that:

"Minority companies should not be thrown in the same pot with small businesses

and rural telephone companies. Since certain small businesses in non-telecom

industries, as well as rural telephone companies have 'deeper financial pockets' than

minorities as a group, putting them in the same category risks the participation of

minorities and women in a competitive bidding environment. ,,2

Alliance, with the support of 25 additional commenters, supports additional guidelines to ensure

that viable opportunities are created in PCS for minority and women owned businesses.3 For

example, the National Association of Black Owned Broadcasters ("NABOB") argued that the

1Support ofFCC proposal to set aside two blocks of spectrum nationwide in the broadband PCS service and reserve
them for designated entities. See comments of The Alliance ofRural Area Telephone and Cellular Service
Providers p. 2.
2See comments by Minority Business Enterprise Legal Defense and Education Fund, p. 3.
3Commenters supporting additional preferences for minority and/or women owned entities include: American
Wireless, Inc. p. 8, Alliance Telcom Inc. p.3, American Women in Radio, pA, Calcell Wireless, Inc. p.8,
California Public Utility Commission, p.2, Call-Her, p.7-9, CFW Communications Company, p.2, Cook Inlet
Region, Inc. p. 7-19, Lightcom Int'l, Inc. p.2. Systems Engineering, Inc. p.2. Venus Wireless, Inc. p. 3. George
E. Murray, p.8-1O. Minority PCS Coalition, p.7. National Association ofBlack Owned Broadcasters, Inc. p.9-13.
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Commission's policies must take into account historical discrimination against minority groups.

"The Budget Act listed a group of designated entities for whom the Commission is

to adopt special procedures in the competitive bidding process. Congress did not

require that the Commission provide similar benefits to each of these entities. The

long history of Congressional, court and Commission actions documenting the need

for and justification for special programs to encourage minority ownenhip of

communications facilities, requires that the principal policies proposed in these

Comments should be accorded only to minority owned entities. ,,4

Further, the MBELDEF cited legal precedent as evidence that special preferences for minority

owned entities are just and would survive judicial review. 5

Several incentives are associated with the Special Preference group, including: Tax certificates to

attract investment and assist in the relocation of incumbent microwave users; deferred payments;

bid credits; letters ofcredit for up-front fees, i.e. bid deposit and application fees; and deferment

ofup-front fees.

3.0 Tax Certificates to Facilitate PCS Development for Memben of the Special Preference

Group

Alliance has identified several commenters who support the use of tax certificates and other

incentives for minorities.6 Alliance supports the use of tax certificates for investor sale of less

4See comments filed by National Association ofBlack Owned Broadcasters, Inc. p. 14.
5"Observation: Discrimination in business, which is not prohibited by Federal Law, is widespread and deep-seated
throughout the nation. The impact it has on minority-owned businesses is severe........Almost every major
jurisdiction covered in the FCC's MTA and BTA areas have conducted studies to show that historical, systematic,
and institutionalized discrimination against minorities and women exist and severely restrict their access to sources
of wealth and power. The hard evidence overwhelmingly demonstrates that economic disparities between
minorities and whites remain considerable. Any statistical profile of business discrimination in the
telecommunications industry will validate this position. We believe a set aside for minority pes license
designation could satisfy judicial review. See comments by Minority Business Enterprise Legal Defense and
Education Fund, p. 7.
6"The FCC must use the most lucrative[measures] for minorities and women, due to minimal participation of these
groups in the industry today". ibid.
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than controlling interest in minority owned entities.7 The spectrum allocated for the 20MHz band

has incumbent microwave users that will require some financial incentive to change frequency.

The use of tax certificates will help make microwave relocation less costly for minority owned

entities.

4.0 Deferred Payments to Facilitate PCS Development for Members of the Special

Preference Group

Deferred payments, as identified by Lightcom International, Inc., of associated fees and bids

should allow Special Preference group members to attract otherwise unavailable investment for

deployment of PCS.8 Deferred payments will allow these companies to utilize their limited cash

resources to invest in a competitive PCS infrastructure. Without attracting financial investment or

access to favorable debt structures afforded to larger companies, minority and women owned

companies may be forced to rely on high bank debt to finance up front payments. High debt

maintenance has historically blocked financing for Special Preference group members and could

make the capital requirements of market build out difficult to attain. The Minority PCS Coalition

recommends a three year deferment on bids to facilitate long-term minority participation in PCS.9

5.0 Bid Credit to Facilitate PCS Development for Members of the Special Preference Group

The incentives, for the Special Preference group entities, that affect the post licensing phase of

deployment cannot be effective unless those entities are able to win desirable auctioned spectrum.

Alliance shares the concern of other comrnenters that, minority owned companies will be

regulated to undesirable PCS spectrum because of the significantly better capital rasing ability of

ofother entities. Many small women owned and rural telephone companies have access to capital

raising instruments that are not available to minorities. To combat this inequity, NABOB argued

for Bid Credits for members of the Special Preference group. 10 Systems Engineering, Inc. argued

7See comments by National Association of Black Owned Broadcasters, p. 11.
8See comments of Lightcom International, Inc. p.2.
9See comments of Minority PCS Coalition, p.lO.
IOSee comments by National Association of Black Owned Broadcasters, p.IO.
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for a sliding Bid Credit based on percentage ownership by Special Preference group members. I I

Alliance supports these Bid Credits since they may help bring parity to the auction process and

afford minority owned companies a viable means to compete in the PCS industry.

6.0 Letters of Credit for Bid Deposits for Members of the Special Preference Group

Alliance supports the view of the Minority PCS Coalition that the historical financial

discrimination of minority and women owned businesses significantly hinders such entities being

able to participate in the licensing process if up-front payments and bid deposits are required. 12

Thus, Alliance supports the recommendation of the AFVO, that the Commission should rely on

highly confident letters of credit from SBICs and other credible financial entities, in lieu of the up

front payment and deposit.

7.0 Deferment ofAll Up Front Payments for Members of the Special Preference Group

In reviewing the filings of several commenters, Alliance has identified significant support for the

implementation of financial devices to promote the viability of designated entities becoming

successful in the pes industry. 13Alliance identified significant support for its recommendation

that the Commission defer the up-front payments for the bidding process for minority and women

owned companies. BellSouth suggests that designated entities should be required only to obtain a

firm financial commitment to meet up-front payment requirements. It states this would

demonstrate that a financial institution is willing to provide the up-front payment based on a

business plan. I4 Up-front payment provisions favor those with deep pockets and do not

necessarily achieve the highest return for the treasury. Due to the financial constraints of minority

and women owned entities, they should be allowed to defer the up-front application fees.

Deferment is necessary for the Commission to satisfy Congress' directive that licenses be

disseminated to a wide variety ofapplicants.

11See comments by Systems Engineering, Inc., p.2.
12See comments ofMinority pes Coalition p. 10-11.
13See comments ofMinority Business Enterprise Legal and Education Fund p. 10.
14See comments ofBellSouth, p. 26.
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8.0 Special Credits for Consortia with Minority Participation

Consortia that include designated entity ownership should receive credit towards their bids. For

example Cook Inlet Region, Inc. supports the application of preferences to transactions involving

minority-inclusive consortia as this will encourage non-minority finns to fonn partnerships with

minority finns. 15

The high costs of deploying PCS will require consortia. Alliance agrees with NABOB that the

Commission should adopt policies to encourage large companies to bid jointly and develop

alliances with small companies. 16 Because of the significant competitive pressures of the PCS

business, Bell Atlantic stated that:

"Bell Atlantic continues to believe strongly that the goal of long-term designated

entity participation in PCS can be most effectively achieved by actively encouraging

the partnering of such entity with consortia that include experienced wireless and

wired telecommunications providers." 17

If credits are not allowed for consortia, the participation of minorities and women will be reduced

substantially. The tilt in favor of aggregating licenses will be an inherent disadvantage for capital

constrained finns. That disadvantage can be ameliorated by allowing consortia to receive credits

that encourage the inclusion of minorities and women as equity participants.

9.0 Infrastructure Preferences

Infrastructure Preferences represent a type of "Innovators preference" as described by the

Commission's Small Business Advisory Committee (SBAC),18 Alliance supports Calcell's

15Soo comments of Cook Inlet Region, Inc. p. 43.
16800 comments of National Association ofBlack Owned Broadcasters, p. 11.
17800 Comments ofBeU Atlantic, p. 15.
18Soo the SBAC Report [po 14] which advocates the use of an Innovator's preference for those that put forth a
significant effort in the development of PCS in traditionally undesirable areas.
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comments that define such an Innovator's preference to provide vested ownership participation

for designated entities and incentives for such entities to employ, train, and purchase from

disadvantaged companies. 19

Alliance further supports Calcell's qualifications for Infrastructure Preferences. Specifically, the

entity should be based in an enterprise zone; 50% of the entity's branch offices should be located

in enterprise zones; demographic ratio of employees should reflect the demographics of the

enterprise zone where the entity is located; and a percentage( I % to 5%) of the entity's capital

expenditures should be with minority and women owned companies. Alliance supports such a

preference since it is not based on race, but, instead, based on operational guidelines that are

easily monitored by the Commission or the Small Business Agency. The provisions in the

preference promote minority and women owned business participation in PCS in a wide variety of

ways. Alliance urges the Commission to adopt policies similar to the "Infrastructure Preference"

that ensure long-term rather than short term minority participation in providing PCS.

10.0 Application of Minority Preferences Across All License Bands

Alliance agrees with several other commenters that preferences of designated entities should be

applicable to all auctioned bands.20 Members of the Designated Entity(or Preference Group)

should not be regulated to any specific band of PCS spectrum. Alliance agrees with Bell

Atlantic's comments that suggests that the Commission adopt other mechanisms that promote

minority participation in the auction process, further, Alliance maintains that such mechanisms

should allow minority as well as other Designated Entities to participate in the industry in the

19"Infrastrueture Preferences represent a type of "Innovator's preference" that not only provides ownership
participation opportunities for designated groups, but also provides incentives for them to employ, train
disadvantaged individuals, and source capital equipment from women and minority owned firms." See CaJcell
Wireless comments, p. 2.
20See comments of AFVO p.3, American Wireless Communications Corp. p.19-20, Association of Independent
Designated Entities, p. 8, Cook Inlet Region Inc. p. 7-19, Council of 100 p.4, Devsha Corp. p.5, GVNW
Inc./Management, p.6. Iowa Network Services, Inc., p.18. Lightcom Int'l, Inc., p.2. Luxcel Group, Inc. p.6.
National Association of Minority Telecommunications Executives & Companies, p.14-15. Palmer Communica
tions, Inc., pp. 2, 4-5. Small Business PCS Association, p.5. The Small Telephone Companies of Louisiana, p.19
20. Tri-State Radio Company, p.13-14. Telepoint Personal Communications, Inc.p.3. National Association of
Black Owned Broadcasters, inc. p.9-13.
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most flexible manner possible21 . Alliance agrees with the Minority Business Enterprise Legal

Defense and Education Fund that installment payments of bid price should be applicable for

designated entities regardless of the license that they are bidding on. 22

11.0 The Commission Should Not Incorporate Severability Clauses Between Groups of

Licenses, Which May Allow a "Hold Up" of the Set Aside Licenses While Non-Set Aside

Licenses Begin Duildout

MCI argues that nonset-aside licenses should not be held up from commending market build out

if set-aside licenses C and D are held up because of legal issues.23 Such a structure would

decrease the financial attractiveness of designated entities bidding on set-aside licenses by

introducing an additional level of risk that the license, once won, will not be competitive because

oflate market entry. In a competitive market nonset-aside license holders would receive an unfair

advantage by having a "market jump" on the set-aside licenses.

The Commission should not bifurcate the licensing process and delay consideration of appropriate

rules to ensure designated entity participation in the PCS service due to some hypothetical

constitutional challenge. In reviewing the NPRM comments, Alliance found no pending

constitutional challenge to the set aside mandate.24 The Commission has touted PCS as a new

service with capability of creating hundreds of thousands of new jobs for the American

21 "Bell Atlantic urges the Commission to adopt other measures to encourage an promote the participation of
designated entities in the auction process. Such measures include installment payment plans with interest for the
set-aside blocks, as well as the use of microwave, SSBIC and minority tax certificates in the manner proposed by
the Commission's Small Business Advisory Committee("SBAC")." See Bell Atlantic Comments on PCS Docket
93-253, p. 15.
22"Installment payments should be made available to all [designated] entities bidding on a license; however,
longer more favorable installment terms should be offered to minority-owned businesses to serve as an incentives
for larger entities to include minority-ownership participation. Minimum minority ownership of 25% should be
required to receive longer installment terms." See Minority Business Enterprise Legal Defense and Education
Fund comments p. 5.
23"If the Commission ultimately establishes set-asides for any designate entity, MCI urges the Commission to
explicitly state that such provisions are severable from the other rules it adopts with respect to competitive bidding.
. .an explicit severability clause would buttress the usual argument that the remainder of the FCC's rules adopted in
this proceeding may be implemented even if the set-asides are stayed or revered." See MCI comments for Docket
93-253 p. 15.
24Neither the Commission nor the parties have suggested a hypothetical constitutional problem with small
business preferences.
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Economy.25 The benefits to the economy envisioned in the PCS Second Report and Order can

be best effectuated by rules assuring that minority groups and other designated entities that are

small businesses are able to begin offering PCS services at the same time as other licensees.

Congress recognized that the entire nation will benefit if minority groups and women have viable

economic opportunities enabling them to acquire equity in firms providing spectrum based

services. The Commission should not put roadblocks in the way of achieving these benefits.

Moreover, the Commission's objectives in establishing PCS will be frustrated by delaying or

bifurcating its licensing process. The Commission has stated that it intends to optimize and

balance four objectives in providing spectrum and a regulatory structure for PCS: universality;

speed of deployment; diversity of services; and competitive delivery.26 The immediate

participation of minority groups, women, and other designated entities is essential for the

accomplishment of these four objectives. The Commission should encourage rather than delay the

entry into PCS of small minority owned businesses like Alliance. Small and minority owned

businesses are more likely to bring innovation and diversity to the PCS market and thereby further

the objectives listed in the PCS Second Report and Order. Further, the competition the

Commission and the Congress have set as goals will not occur if the PCS licensing process is

structured to favor entrenched monopoly service providers and deep pockets with the capability

of aggregating licensing and excluding small firms at the initial stages of licensing. Many of the

firms will already have built in advantages against new entrants. They have an existing

telecommunications infrastructure. As MCI points out, they will have a much lower "hurdle rate"

in bidding for PCS licenses.27

MCl's suggestion to bifurcate the licensing process should be dismissed. The Commission should

not grant licenses to one set of firms first at the expense of designated entities. A better approach

25See Second Report and Order in Gen. Docket No. 90-314, RM7140, RM-7175 and RM-7618 released October
22, 1993 para. 16.
26See Second Report and Order, para. 5.

27See MCI Comments, p.5.
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is for the Commission to adopt rules that encourage the larger firms with deep pockets and a

foothold in telecommunications to partner or join in consortia with designated entities. Alliance

suggests that this will accomplish the legislative goal that licenses not be concentrated in a few

hands, but disseminated among a wide variety of applicants.

Respectfully submitted,

Alliance Telcom, Inc.

William D. Jimerson

Managing Director

Dated: November 30, 1993
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